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SUB J : REPORTED ASEAN MEMO ON U.S. TAX DEFERRAL 

1 . SUMMARY. FEBRUARY 24 LOCAL PRESS REPORT SAYS ASEAN WILL SUBMIT 
MEMORANDUM IN WASHINGTON CALLING FOR RETENTION OF U.S. TAX 
DEFERRALS FOR NON-REPATRIATED CORPORATE PROFITS. MEMO, TO BE 
SUBMITTED BY PHILIPPINE AMBASSADOR, WARNS THAT ASEAN ECONOMIC 
DEVELOPMENT WOULD BE ENDANGERED BY CHANGE IN DEFERRAL SYSTEM 
AND SUBSEQUENT DRYING UP OF U.S. FOREIGN INVESTMENT. ARTICLE 

AT ONE POINT REFERS TO US-ASEAN DIALOGUE "INSTITUTED BY THE 
AMERICAN GOVERNMENT". END SUMMARY. 

2. FEBRUARY 24 "STRAITS TIMES" MORNING DAILY REPORTS THAT 

ASEAN WILL SUBMIT OFFICIAL MEMORANDUM THROUGH PHILIPPINE AMBAS- 
SADOR TO WASHINGTON EDUARDO ROMUALDEZ CALLING FOR RETENTION OF 
U.S. TAX DEFERRAL SYSTEM FOR FOREIGN CORPORATE PROFITS. STORY 
APPARENTLY ORIGINATED LOCALLY AND QUOTES MEMORANDUM TO THE 
EFFECT THAT REMOVAL OF THE DEFERRAL WOULD CURTAIL FLOW OF 
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U.S. INVESTMENT, RETARD ASEAN ECONOMIC DEVELOPMENT AND CONTRAVENE 
THE SPIRIT OF THE U.S.-ASEAN DIALOGUE. 

3. ARTICLE POINTS OUT THAT U.S.-ASEAN TRADE ACCOUNTS FOR 20 
PERCENT OF ASEAN'S GLOBAL TRADE, AND U.S. INVESTMENT IS 25 
PERCENT OF TOTAL FOREIGN INVESTMENT IN THE REGION. CONTINUED 
INVESTMENT IS CRITICAL IN ORDER TO PROMOTE THE MANY INFANT INDUS- 
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TRIES IN ASEAN AND PRESERVE SEA POLITICAL STABILITY. QUOTING 
THE MEMORANDUM. THE ARTICLE CONTINUES, "LIMITS IMPOSED ON THE 
PRESENT TAX DEFERRAL SYSTEM MAKES IT DIFFICULT FOR ASEAN TO 
PROMOTE U.S. INVESTMENTS IN THE REGION. AS IT IS, THE TAX 
REFORM ACT OF 1976 HAS ALREADY REDUCED THE EARNED INCOME 
EXCLUSION FOR U.S. CITIZENS WORKING OVERSEAS, ABOLISHED THE FOREIGN 
TAX CREDIT FOR INCOME FALLING UNDER THE EXCLUSION AND TAXED 
INCOME ABOVE THE EXCLUDED AMOUNT AT THE HIGHER RATES THAT WOULD 
APPLY IF THE EXCLUDED INCOME WAS SUBJECT TO U.S. TAXES. THIS 
WOULD... INCREASE CORPORATE COST.. .AND RETARD THE TRANSFER 
OF EXPERTISE AND TECHNOLOGY TO ASEAN". 

4. ARTICLE AT ONE POINT REFERS TO CURTAILMENT OF TAX DEFERRAL 
AS "CONTRARY TO THE SPIRIT BEHIND THE U.S. -ASEAN DIALOGUE 
INITIATED BY THE AMERICAN GOVERNMENT". LATER PARAPHRASE OF MEMO- 
RANDUM REFERS AGAIN TO "SPIRIT OF THE DIALOGUE" BUT OMITS 
REFERENCE TO U.S. INITIATION. IT IS UNCLEAR, THEREFORE, 

WHETHER MEMORANDUM ITSELF CONTAINS THAT FORMULATION. HOLDRIDGE 
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